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§ 631.12 Reallotment of funds by the 
Secretary. 

(a) Based upon reports submitted by 
States pursuant to § 631.15 of this part, 
the Secretary shall make determina-
tions regarding total expenditures of 
funds within the State with reference 
to the amount required to be reallotted 
pursuant to section 303(b) of the Act. 
For purposes of this paragraph (a)— 

(1) The funds to be reallotted will be 
an amount equal to the sum of: 

(i) Unexpended funds in excess of 20 
percent of the prior program year’s for-
mula allotment to the State, and 

(ii) All unexpended funds from the 
formula allotment for the program 
year preceding the prior program year. 

(2)(i) The current program year is the 
year in which the determination is 
made; and 

(ii) The prior program year is the 
year immediately preceding the cur-
rent program year. 

(3) Unexpended funds shall mean the 
remainder of the total funds made 
available by formula that were avail-
able to the State for the prior program 
year minus total accrued expenditures 
at the end of the prior program year. 

(4) Reallotted funds will be made 
available from current year allotments 
made available by formula. 

(b) Based upon the most current and 
satisfactory data available, the Sec-
retary shall identify eligible States, 
pursuant to the definitions in section 
303(e) of the Act. 

(c) The Secretary shall recapture 
funds from States identified in para-
graph (a) of this section and reallot and 
reobligate such funds by a Notice of 
Obligation (NOO) adjustment to cur-
rent year funds to eligible States as 
identified in paragraph (b) of this sec-
tion, as set forth in section 303(a), (b), 
and (c) of the Act. 

(d) Reallotted funds shall be subject 
to allocation pursuant to § 631.32 of this 
part, and to the cost limitations at 
§ 631.14 of this part.

§ 631.13 Classification of costs at State 
and substate levels. 

(a)(1) Allowable costs under Title III 
shall be planned, controlled, and 
charged by either the State or the sub-
state grantee against the following 
cost categories: rapid response serv-

ices, basic readjustment services, re-
training services, needs-related pay-
ments and supportive services, and ad-
ministration. Costs shall be reported to 
the Secretary of Labor in accordance 
with the reporting requirements estab-
lished pursuant to § 631.15 of this part. 

(2) All costs shall be allocable to a 
particular cost category to the extent 
that benefits are received by such cat-
egory; and no costs shall be chargeable 
to a cost category except to the extent 
that benefits are received by such cat-
egory. 

(b) Rapid response services shall in-
clude the cost of rapid response activi-
ties identified at section 314(b) of the 
Act. 

(1) Staff salary and benefit costs are 
chargeable to the rapid response serv-
ices cost category only for that portion 
of staff time actually spent on rapid re-
sponse activities. 

(2) All other costs are chargeable to 
the rapid response services cost cat-
egory only to the extent that they are 
for rapid response purposes. 

(c) Basic readjustment services shall 
include the cost of basic readjustment 
services identified at section 314(c) of 
the Act, except that the cost of sup-
portive services under section 314(c)(15) 
of the Act shall be charged to the 
needs-related payments and supportive 
services cost category, as provided in 
paragraph (e) of this section. 

(d) Retraining services shall include 
the cost of retraining services identi-
fied at section 314(d) of the Act. 

(e) Needs-related payments and sup-
portive services shall include the cost 
of needs-related payments identified in 
section 314(e) of the Act, and sup-
portive services identified in section 
4(24) of the Act and provided for in sec-
tion 314(c)(15) of the Act. 

(f)(1) Administration shall include 
the costs incurred by recipients and 
subrecipients in the administration of 
programs under Title III of the Act, 
and shall be that portion of necessary 
and allowable costs which is not di-
rectly related to the provision of serv-
ices and otherwise allocable to the cost 
categories in paragraphs (b) through (e) 
of this section. The description of ad-
ministrative costs in subpart D of part 
627 of this chapter shall be used by 
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States and substate grantees as guid-
ance in charging administration costs 
to Title III programs. 

(2) Administration does not include 
the costs of activities under section 
314(b) of the Act and which are pro-
vided for in paragraph (b) of this sec-
tion. 

(3) Administration shall include Title 
III funds used for coordination of work-
er adjustment programs with the Fed-
eral-State unemployment compensa-
tion system and with Chapter 2 of Title 
II of the Trade Act of 1974 (19 U.S.C. 
2271, et seq.) and part 617 of this chapter 
(sections 311(b)(10) and 314(f)).

§ 631.14 Limitations on certain costs. 
(a) Retraining services. Of the funds al-

located to a substate grantee under 
part A of Title III for any program 
year, not less than 50 percent shall be 
expended for retraining services speci-
fied under section 314(d) of the Act, un-
less a waiver of this requirement is 
granted by the Governor. The Governor 
shall prescribe criteria that will allow 
substate grantees to apply in advance 
for a waiver of this requirement, pursu-
ant to section 315(a)(2) of the Act. The 
Governor shall prescribe the time and 
form for the submission of an applica-
tion for such a waiver, as provided for 
at section 315(a)(3) of the Act. The Gov-
ernor shall not grant a waiver that al-
lows less than 30 percent of the funds 
expended by a substate grantee to be 
expended for retraining activities. 

(b) Needs-related payments and sup-
portive services. Of the funds allocated 
to the Governor, or allocated to any 
substate grantee, under part A of Title 
III for any program year, not more 
than 25 percent may be expended to 
provide needs-related payments and 
other supportive services. 

(c) Administrative cost. Of the funds al-
located to the Governor, or allocated 
to any substate grantee, under part A 
of Title III for any program year, not 
more than 15 percent may be expended 
to cover the administrative cost of pro-
grams. 

(d) Reallotted funds are subject to 
the cost limitations in paragraphs (a), 
(b) and (c) of this section. 

(e) Funds allocated (or distributed) to 
substate areas under the provisions of 
section 302(c)(1)(E) of the Act shall be 

considered funds allocated to a sub-
state grantee for the program year of 
the funds’ initial allotment to the 
State, and included in the cost limita-
tions in paragraphs (a), (b) and (c) of 
this section. 

(f) Funds reserved by the Governor 
under the provisions of Section 302(c)(1) 
of the Act, other than funds distributed 
to substate grantees under the provi-
sions of JTPA section 302(c)(1)(E), shall 
be considered funds allocated to the 
Governor for the program year of the 
funds’ initial allotment to the State 
and included in the cost limitations ap-
plicable to the Governor. 

(g) States and substate grantees shall 
have the full period of time that the 
funds are available to them to comply 
with the cost limitations described in 
JTPA section 315 and paragraphs (a), 
(b), and (c) of this section. 

(h) Combination of funds. (1) Substate 
grantees within a State may combine 
funds allocated under part A of Title 
III for provision of services to eligible 
dislocated workers from two or more 
substate areas. Funds contributed by 
the substate grantees under this sec-
tion remain subject to the cost limita-
tions which apply to each substate 
grantee’s total allocation (section 
315(d)). 

(2) To combine funds under this pro-
vision, substate grantees must be in 
contiguous substate areas or part of 
the same labor market area. 

(i) For the purposes of this section: 
(1) Allotment to the State means allot-

ted by the formula described in section 
302(b) of the Act, as adjusted by re-
allotments among the States, in ac-
cordance with section 303 of the Act. 
For purposes of determining avail-
ability and of applying cost limita-
tions, funds will retain the identity of 
the program year in which they were 
initially allotted to a State, irrespec-
tive of subsequent reallotments. 

(2) Allocated to the substate grantee 
means allocated by the formula pre-
scribed by the Governor under section 
302(b) of the Act, and allocated (or dis-
tributed) under the provisions of sec-
tion 302(c)(1)(E), as adjusted by within 
State reallocations implemented by 
the Governor through procedures es-
tablished pursuant to section 303(d) of 
the Act. For purposes of determining 
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